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Fiduciary Duty: Best value to clients o GEC

CFA Future of Finance

Focus Areas
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Putting Managing Improving
Investors Lifetime Investor
First Wealth Outcomes

Objective: To shape a trustworthy, forward-thinking investment profession
that better serves society

Source: CFA Institute 2017 3
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and performance than all others in the last 15 years.
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We do not just inherit the earth from our ancestors,

We borrow it from our children.
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4. Escalate

3. Active monitoring engagement

5. Voting exercise 6. Collective action

7. Disclosure
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. a Time horizon for delivering value “"Long term perspective”

« Temasek .

Standard life investments

Standard Life’

We take a long view in our investments,
always looking for sustainable solutions,

and looking out for the long term interests InveStmentS

9

of our people and our communities.

Standard Life Investments is a strong supporter of the principles of good stewardship that are set out in the Stewardship Code
published by the Financial Reporting Council in July 2010, and updated in September 2012. We believe that it is mutually beneficial
- Temasek Review 2016 for companies and long-term investors such as Standard Life Investments to have a relationship based on accountability,
engagement and trust. Such a relationship helps to ensure that each has a good understanding of the other's views and
expectations and it enables us to exercise constructive influence as and when appropriate. We believe that this serves to enhance
the long-term value of our clients' investments and to protect their interests when necessary.

State street Global Advisors (SSGA)

State Street Global Advisors (SSGA) is the asset management business of State Street

Corporation, one of the world's leading providers of financial services to institutional
STATE s I REE I investors, with $2.4trn’ assets under management (as of 30th September 2016).
SSGA is a strong supporter of the principles of good stewardship that are embodied in
Gln BAl Anv lsn Rs the UK Stewardship Code. We firmly believe that the building of strong relationships
°

with the boards and management teams of investee companies and the monitoring of
their performance is an essential component of enhancing the long-term value of our

clients’ investments, SSGA endeavours to implement the spirit of the UK Stewardship
Code across all jurisdictions in which we invest,
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’ a Independent Oversight/ conflict of interest

“separate or ring-fence investment activities G oo
for client from the investor’s own

commercial pressures” ICGN Global
Stewardship
Principles
) e Ethic and Conduct

“Board provide should proper tone and
support for meaningful execution of
stewardship duties”
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Setting fee and remuneration structures that provide appropriate alignment over relevant time horizon.
ICGN

» Our Investment Stewardship program helps BlackRock fulfil our fiduciary duty to our clients to protect
and enhance the economic value of their assets

The core components of the program are:

¢

@

The BIS team of 22 specialists, positioned as an investment function, carries out BlackRock’s stewardship activities on
behalf of BlackRock’s funds and our segregated clients where they have delegated authority to us. Our stewardship
program applies to companies in all sectors and geographies, and irrespectively of whether a holding is part of a specialist
socially responsible investment product or our core index and active investment strategies, and index only or index and
active. BIS acts as a central clearinghouse of BlackRock’s views across the various portfolios with holdings in individual
companies and aims to present a clear and consistent message. Our focus is on the board of directors, as the agent of

shareholders, which should set the company’s strategic aims within a framework of prudent and effective controls which
enables risk to be assessed and managed.

12

BLACKROCK"

For Institutional Investor Use Only — Not For Public Distribution (Please Read Important Disclosure)
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Statement on the UK Stewardship Code

Figure 1: SSGA’s Compliance with the UK Stewardship Code at a Glance STATE STRE[L
Principles: Institutional SSGA Gln BAl Anv |Sﬂns
investors should... Compliance Highlights »

publicly disclose their SSGA's approach to proxy voting and engagement activities is explained in our
policy on how they global proxy voting and engagement guidslines and annual stewardship report.
will discharge their
Stewariship repensibibties establish clear guidelines Engagement pratocol sstablishes process for escalating stewardship activities.
have a robust policy on Comprshensive standalone Conflicts of Interast Policy to help manage conflicts on when and how they . _ o . .
managing conflicts of arising from SSGA's proxy voting and engagement activities. will escalate their Systematic review of portfolios to identify high-risk companies requiring
interest in relation to stewardship activities heightened shareholder attention.
stewardship which should . L .
be publicly disclosed Multi-channe! communications with company management and boards.
monitor their Annual active monitoring list of companies across all geographies. Multi-ysar voting and engagement databasa captures corporate interactions,
investee companies identifies issues for follow-up and measures successes.

Propristary screens that help prioritise specific company engagements on broad

range of financial and enviranmental, social and governance (‘ESG') metrics. be willing to act collectively Developed framework for collaborating and engaging with liks-

: T ; with other investors minded investars.
Annual revisw and prioritisation of sector and thematic focus for where appropriate

active engagements. Active membership of global and regional investor bodies and networks.
Integrated approach across investment teams.

have a clear policy on Global proxy voting principles and six markst specific guidelines reviewed and
voting and disclosure of updated annually.
voting activity

Quarterly and annual proxy voting statistics and engagement highlights
complsments bespoks client/ fund- specific reporting of voting activities

report periodically on Comprehensive annual stewardship report is supplemented by quarterly
their stewardship and updates on stewardship activities.
voting activities
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1992-2017

Conflicts of Interest Policy

The Board of Directors approves the Conflicts of Interest policy and shall review the Conflicts of Interest Log annually. The
Executive Committee ("ExCo”) of KBIGI is responsible for the implementation of appropriate organisational and administrative
arrangements to ensure that potential conflicts are identified and managed. Exco reviews the Conflicts of Interest Log
throughout the year and decide whether the controls in place to mitigate a potential conflict of interest are sufficient to manage
the conflict. Compliance & Risk are responsible for the maintenance of the Conflicts of Interest Log and may make

recommendations to Exco as regard the controls in place to mitigate risks. KBIGI also provides training to staff on potential
Conflicts of Interest and the relevant procedures in place to identify and mitigate the conflicts.
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Aberdeen Asset Management
approach to stewardship

1992-2017

An integrated approach

Aberdeen has always integrated governance matters actively into its investment process. We are clear that
governance is integral to long-term financial performance by companies, and also to the fund manager’s
understanding of the value-creating potential of a business. Our view is that where we invest client money actively
the relationship with the investee company needs to be owned by the fund manager and governance issues need to
be integrated into the manager’s understanding and the dialogue between fund manager and the company. In a
similar way, long-term risk issues (some of these are often referred to as ESG — environmental, social and
governance - risks) are actively built into the thinking of our investment teams. Given that our core approach is
essentially buy and hold, with an expected holding period of forever, we believe that we need to understand long-
term risks, including environmental and social matters, in order to understand the long-term value opportunity at a
company, and any constraints that there may be in relation to that value opportunity.

Active monitoring of investee companies

We maintain close contact with the companies in which we actively invest client funds. This includes monitoring
public disclosures and taking relevant opportunities to meet with management, other executive staff and also the
non-executive directors as appropriate. We respond to company requests for input and comment, and will also share
concerns proactively and clearly with the company — usually preferring to do so directly rather than through a
corporate adviser. Our analysis and monitoring cover the full range of issues relevant to a long-term investor,
including strategy, capital structure, operating performance, risk management and governance. We use third party
research to assist our thinking, and as a source of different perspectives, as well as staying close to industry
developments and the approach of competitors, trying always to ensure that we have as broad a view as possible.
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Investments

Engagement summary

- Meetings & other engagements 245 (45%)
- Voting engagements 209 (39%)
- Remuneration consultation 88 (16%)
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Engagement highlights

Influentialin Sports Direct @
achieving change ) I

On track to meet
objectives

Escalation
candidate

Action: Concern over governance arrangements
has been a persistent theme of the relationship
between Sports Direct and its minority investors.
These issues have included board appointments,
inappropriate remuneration arrangements, share
lock-up agreements and Sports Direct’s practice
of buying minority stakes in other companies. In
July 2014, minority investors voted, by a modest
margin, to approve a new incentive scheme for
executives after two years of discussion and at the
fourth time of asking. In the wake of thisvote, we
engaged collectively with other minority investors
to impress our concerns upon the Chairman

and to discuss the need for a higher standard of
governance assurance.

Outcome: Many of the issues that informed the
collective engagement remain unresolved. Recent
changes to the Listing Rules that relate to the
dual vote on independent directors at majority
controlled companies could provide a catalyst for
change in the absence of improvement.

RSA Group @

at RSA. The discussion focused on improvements
that the group is applying to the management

of risk and the oversight of its business lines.
The content of the auditor’s report for 2013 was
also debated.

Outcome: The need to improve the level of
disclosure by both the Audit and Risk Committees
was acknowledged. The group is to upgrade its IT
platform to improve efficiency.

Hellermann Tyton @

Action: As it continues to win share and grow the
underlying markets with innovative products,
Hellermann Tyton is undertaking a significant
expansion of its production capacity. The board
putin place atthe IPO in 2013 is quite small and
has a preponderance of financial over industrial
experience. The tight-knit management team has
been in place for a very long time. We metwith
the Chairman to discuss succession planning and
board evolution.

Outcome: We were re-assured that robust

succession planning arrangements were in place 20
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Standard Life

Investments

Voting summary

Shareholder meetings at which the shares we manage on behalf of our clients were voted 1633
Number of resolutions voted 20,438
Shareholder meetings at which the shares we manage on behalf of our clients were voted 356
against management recommendations on one or more resolutions

Number of resolutions voted against management recommendations 907
Shareholder meetings atwhich the shares we manage on behalf of our clients shares abstained 167

on one or more resolutions

Number of resolutions abstained 295
Geographical Breakdown of Votes Against Reasons for Votes Against Management
Management Recommendations* Recommendations*

US (23%) - UK (16%) - Pacific Basin (24%) - Board Matters (12%)

- Remuneration and Share Schemes 35%)

. Other (28%)

Pre-emption/Dilution Matters (25%)

eopeex Uk 2% | cracacn [ restorwond 0%

Source: Standard Life Investments

*Excluding Japan
We have excluded Japanese votes against management recommendations from the tables as the figures are disproportionately highwhen

compared to other geographical regions and also when compared to other reasons for votes against. This is due to our high instances ofvotes against
board matters in Japan. The issue that dominates the Japanese market is board independence. Although efforts are being made by many investors
and corporate bodies to effect change, independent representation on Japanese boards remains low when compared with the UK and US markets. It
is our policy in Japan to vote against director elections in situations where the board does not have at least two unaffiliated outsiders, although we
will not vate against key executives or independent directors. In 2014, the shares we manage on behalf of our clients were voted against management
recommendations on 296 resolutions at Japanese shareholder meetings. Of these resolutions, 92% of votes against management recommendations

related to director elections.
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Principle 5 - Institutional investors should be willing to act collectively with other investors where appropriate.

As a specialist boutique asset manager with focused resources, we endeavour to leverage relationships to engage in collective
engagement when appropriate. To that end, we are members of or signatories to the initiatives below, and take an active role in
those most relevant to us. We have decided to particularly focus on initiatives related to Climate Change and Carbon Risk and
have been involved in a number of initiatives in this area. We are members of the Collaboration Platform (formerly the UNPRI
Clearinghouse) which is a forum that allows PRI signatones to pool resources, share information and enhance influence on
ESG issues.

- The United Nations Principles for Responsible Investment (UNPRI)
+ The Institutional Investors Group on Climate Change (IIGCC)

« The Carbon Disclosure Project (now known as CDP)

+ CDP Water Initiative

Eoin Fahy, Head of Responsible Investing, is our primary contact for all collaborative engagement initiatives.

STATE STREE]
GLOBAL ADVISORS.

Principle 5

Institutional Investors should be Willing to Act
Collectively with Other Investors where Appropriate
The size of SSGA’s global assets and reputation in the market
provides the CGT with access to the management and boards
of investee companies. Therefore, the majority of corporate
engagements are carried out on a one-to-one basis behind
closed doors, as we feel this is critical to building trust and
establishing constructive long-term relationships with
companies. Nevertheless, SSGA collaborates with like-minded
investors under certain circumstances. Factors that are
considered when determining the merits of collaborative
action include:

« Agdreement amongst investors on core areas of concern and
potential solutions;

Systemic market-wide concerns and regulatory environment;

Responsiveness of management and boards to prior
individual engagements;

Concentrated ownership within the share register; and,

Market culture and acceptance of shareholder engagement. .



